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2004 Summary
Consumer Price Index. The national rate of inflation increased at a
somewhat faster rate in 2004.  The Consumer Price Index Urban
Consumers (CPI-U) is estimated to have increased by 2.7% in 2004,
measured on an annual average basis, compared with 2.3% in 2003.
The CPI-U in 2005 is forecasted to increase by 2.2%.  

Gross Domestic Product Deflators. In 2004, the Gross Domestic
Product (GDP) chain-type implicit price deflator was estimated to have
increased by 2.1%.  The GDP personal consumption deflator in 2004
was estimated to have increased by 2.1% compared to 1.9% in 2003.
Beginning in 1996, the Real Gross Domestic Product has been reported
using a chain-weighted inflation index.  Under this method, the
composition of economic output (weighting) is updated annually.

Utah Cost of Living. The American Chamber of Commerce
Researchers Association (ACCRA) Cost of Living Index is prepared
quarterly and includes comparative data for approximately 309 urban
areas.  Participation in the Index is voluntary, and only those areas
whose chambers of commerce or similar organizations choose to
participate are included in the report.  The Index consists of price
comparisons for a single point in time and does not measure inflation or
price changes over time.

The cost of consumer goods and services in the urban areas is
measured and compared with a national average of 100.  The composite
index is based on six components: grocery items, housing, utilities,
transportation, health care, and miscellaneous goods and services.

The first quarter 2004 composite index for Salt Lake City was 98.0, a
decline from the composite index from the same period in 2003 (103.5).
Utah cities included in the first quarter survey were Cedar City (90.5),
Logan (93.3), and St. George (92.4).  Most western cities were near or
slightly above the national composite index of 100, however a few cities
such as Los Angeles-Long Beach and San Francisco had first quarter
composite indexes well above the national index.

Significant Issues
Labor Market. Utah witnessed a decrease in the unemployment rate in
2004; however, the high unemployment in 2002 affected average wages,
and in part caused them to fail to keep pace with the U.S.  The state
also experienced an increase in the disparity between Utah's average
annual pay and that of the nation according to the Bureau of Labor
Statistics.  In 2004, the average annual pay in Utah was 18.3% lower
than the U.S., compared to 17.6% in 2003, and 16.8% in 2002.
Unemployment is expected to fall during 2004.  Utah nonagricultural job
growth saw a 2.5% increase in 2004. Of chief concern is how increases
in wages, and energy and commodity price pressures will translate into
inflation.

Housing. According to Freddie Mac, interest rates on 30-year and 15-
year fixed-rate mortgages in 2003 were the lowest in three decades.
Mortgage rates remained at or near these record low rates throughout
2004.  These low rates maintained the 2002 trend of increased housing
construction and home sales.  As rates continue to increase they will
negatively impact Utah's housing market.

Federal Reserve. In an attempt to stimulate consumer spending and
investment activities, the federal funds rate was cut to 1.0% in 2003, its
lowest point in over four decades.  As the economy began picking up
momentum in 2004, the Federal Open Market Committee (FOMC)
started gradually increasing the rate.  The first increase of 25 basis
points came on June 30.  Subsequent increases of 25 basis points were
announce at each of the August, September, November, and December
meetings.  The Federal Funds rate ended 2004 at 2.25% and is
expected to increase gradually in 2005. 

Conclusion
Economic indicators show a trend toward improvement of the national
economy in 2005.  However, this trend could be influenced by high-
energy prices.  Unemployment is expected to remain stable, perhaps
inching its way down throughout the year.

Price Inflation and Cost of Living

UT

Overview
Inflation increased in 2004 to 2.7%, compared to 2.3% in 2003, as
measured by the CPI-U.  The gross domestic product chain-type price
deflator increased by 2.1% in 2004, compared to a 1.8% increase in
2003.  The cost-of-living index went down for most of the monitored
cities in Utah.  The first quarter 2004 composite index (national average
equals 100) for cities in Utah were: Salt Lake City, 98.0; Cedar City,
90.5; St. George, 92.4; and Logan, 93.3.



Figure 41
U.S. Consumer Price Index (CPI-U): Average Annual Percent Change

e = estimate

Source: U.S. Bureau of Labor Statistics
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Figure 42
CPI-U and GDP Deflator Inflation

e = estimate

Sources: Bureau of Economic Analysis, Bureau of Labor Statistics , Council of Economic Advisors
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Table 45
Gross Domestic Product Price Deflators: 2000=100

Gross Personal
Domestic Change Consumption Change

Product from Expenditures from
(Chain-Type) Previous (Chain-Type) Previous

Year Deflator Year Deflator Year

1969 27.6 26.7
1970 27.5 5.0% 26.4 4.5%
1971 28.9 4.8% 27.6 4.1%
1972 30.2 4.2% 28.5 3.3%
1973 31.8 5.3% 30.1 5.2%
1974 34.7 8.3% 33.2 9.4%
1975 38.0 8.6% 36.0 7.7%
1976 40.2 5.5% 37.9 5.3%
1977 42.8 6.0% 40.4 6.1%
1978 45.8 6.6% 43.2 6.6%
1979 49.5 7.7% 47.1 8.1%
1980 54.0 8.3% 52.1 9.6%
1981 59.1 8.6% 56.7 8.2%
1982 62.7 5.8% 59.9 5.2%
1983 65.2 3.8% 62.4 4.1%
1984 67.7 3.6% 64.8 3.6%
1985 69.7 3.0% 66.9 3.2%
1986 71.3 2.2% 68.6 2.4%
1987 73.2 2.7% 70.9 3.4%
1988 75.7 3.3% 73.8 3.8%
1989 78.6 3.6% 77.0 4.2%
1990 81.6 3.7% 80.5 4.4%
1991 84.4 3.4% 83.4 3.5%
1992 86.4 2.2% 85.8 2.8%
1993 88.4 2.3% 87.8 2.3%
1994 90.3 2.1% 89.7 2.1%
1995 92.1 2.0% 91.6 2.1%
1996 93.9 1.9% 93.5 2.1%
1997 95.4 1.6% 95.1 1.7%
1998 96.5 1.1% 96.0 0.9%
1999 97.9 1.4% 97.6 1.6%
2000 100.0 2.1% 100.0 2.4%
2001 102.4 2.3% 102.1 2.1%
2002 104.1 1.6% 103.5 1.4%
2003 106.0 1.8% 105.5 1.9%

2004 (e) 108.3 2.1% 107.8 2.1%
e=estimate

Sources: U.S. Department of Commerce, Bureau of Economic Analysis and
estimates by Governor's Office of Planning and Budget
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Table 46
American Chamber of Commerce Researchers Association
Cost of Living Comparisons for Selected Metropolitan Areas: First Quarter 2004

100% 13% 30% 9% 9% 4% 35%
Composite Grocery Trans- Health Misc. Goods

Component Index Weights: Index Items Housing Utilities portation Care & Services

U.S. Average 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Utah Areas
Salt Lake City 98.0 100.8 93.5 87.7 103.3 99.8 101.8
Cedar City (Nonmetro) 90.5 111.1 70.5 84.6 93.4 87.5 101.0
Logan 93.3 101.8 78.0 97.4 110.7 91.4 97.9
St. George 92.4 106.8 77.8 81.6 97.2 90.2 101.5

Western Areas
Phoenix AZ 98.7 103.0 90.1 93.5 105.1 110.0 103.0
L.A.-Long Beach CA 149.9 115.7 235.2 119.7 108.5 102.8 113.3
San Francisco CA 173.3 134.9 296.4 111.7 132.9 110.6 115.3
Denver CO 105.5 105.8 112.6 93.1 104.2 114.9 101.8
Boise ID 97.5 88.2 93.1 96.8 103.3 112.4 101.8
Las Vegas NV 109.3 106.5 125.9 83.5 107.7 125.1 101.5
Albuquerque NM 105.0 100.3 110.3 128.9 97.7 104.5 97.9
Portland OR 114.3 123.1 111.4 116.1 107.3 128.9 113.3
Cheyenne WY 108.8 115.5 118.7 115.1 91.3 102.3 101.4
Seattle WA 119.5 114.9 129.0 113.9 114.3 147.1 111.6

Other Areas
Atlanta GA 98.7 95.6 94.8 90.3 106.7 104.3 102.6
Miami FL 112.2 99.2 129.0 95.2 106.3 123.0 107.2
Boston MA 138.0 121.7 183.9 145.4 112.0 113.6 106.6
Minneapolis MN 114.0 98.5 131.0 112.3 108.1 114.7 107.0
St. Louis MO-IL 101.5 106.7 99.8 82.9 100.4 97.7 106.6
New York (Manhattan) NY 216.6 136.0 403.3 114.0 125.5 145.2 136.7
Philadelphia PA 117.2 115.2 126.3 123.5 116.6 104.7 110.2
Dallas TX 97.6 96.4 87.5 92.2 108.8 103.2 104.5

Note: For data on additional cities, visit the ACCRA website at www.coli.org.

Source: American Chamber of Commerce Researchers Association (ACCRA), P.O. Box 407, Arlington VA 22210-0407.
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